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On Nov. 19, Gustavo Lagos, president of the Copper Studies Center (CESCO), said plans to
privatize the state-run copper mining company CODELCO (Corporacion del Cobre) would be
a "bad business." He argued that the government would lose billions of dollars in tax revenue,
and "negotiating capacity" in the global copper market. According to Lagos, in the past decade
CODELCO generated US$11.5 billion in government revenue. At present, taxes from copper
exports account for 49.8% of the federal government's revenue base. CODELCO operates the
Chuquicamata, El Salvador, Andina and El Teniente mines, and annual earnings average about
US$4 billion per year. Lagos said a more efficient approach would be for available private capital
to invest in new mining projects, rather than buying out existing ones. CODELCO operations,
he added, are profitable and efficient, and no other private or public copper enterprise in Latin
America can match the company's future profit potential. Next, Lagos pointed out that many
mining companies pay very little tax in their first years of operation since start- up investments
(or loan repayments) reduce profits. CODELCO's net worth is estimated at between US$4 and US
$5 billion. In the event CODELCO is privatized, said Lagos, "we would face the absurd situation
of the new owners paying no taxes for years," and the government would lose US$1.15 billion in
revenue per year. Lagos said there is no group of companies in Chile at present with the experience
of simultaneously managing four large mining operations. Consequently, only foreign companies
would qualify, and Chile would lose the negotiating capacity it currently wields in the global copper
market. Finally, Lagos asserted that the sale of one or more CODELCO mines would be justified
only if the company is poorly administered or inefficient in future. Hernan Briones, president of
the Manufacturing Development Society (Sociedad de Fomento Fabril-SOFOFA), has called for
total privatization of CODELCO. SOFOFA is Chile's largest business organization. (Basic data from
Notimex, 11/19/91)
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